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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ALABAMA ‘. X
SOUTHERN DIVISION ik oy 3
LR ‘.",“ .‘;Vl f
In re: ) “
) ekl B
MEADOWCRAFT, INC., ) Case No¥ . {J »f') 9 q @
) Chapter 11 Proceeding T
Debtor. )

APPLICATION TO CONTINUE PREPETITION EMPLOYMENT ARRANGEMENT
WITH FINLEY, COLMER & COMPANY
AS FINANCIAL CONSULTANTS FOR THE DEBTOR

Meadowcraft, Inc., debtor and debtor-in-possession (the “Debtor”), files this
application (the “Application”) for authority to continue its prepetition employment arrangement with

Finley Colmer & Company (the “Firm”), pursuant to 11 U.S.C. § 327(a).

BACKGROUND

1. On September 3, 2002 (the “Filing Date”), the Debtor filed a voluntary petition
for relief under chapter 11 of title 11 of the United States Code, 11 U.S.C. § 101, et seq. (the
“Bankruptcy Code”).

2. The Debtor is operating its business and managing its affairs as
debtor-in-possession pursuant to Sections 1107 and 1108 of the Bankruptcy Code. No trustee,
committee or examiner has been appointed in the Debtor’s bankruptey case.

3. The Debtor is a privately-owned corporation organized and existing under the

laws of the state of Delaware with its principal place of business in Birmingham, Alabama.



4, The Debtor is the leading domestic producer of casual outdoor furniture and is
the largest manufacturer of outdoor wrought iron furniture in the world. The Debtor designs,
manufactures and distributes a variety of wrought iron consumer products, including outdoor and
indoor furniture and accessories, and outdoor cushions and umbrellas, which it markets to mass
merchandisers and specialty stores primarily in the United States. The Debtor believes that it has
established a reputation as an innovator in the design, manufacturing, distribution and marketing of
moderately priced, quality wrought iron furniture.

5. The Debtor offers consumers a wide variety of products across different price
points in three markets: the outdoor mass market under the Plantation Patterns brand name; the
outdoor specialty market under the Meadowcraft, Arlington House, and Salterini brand names; and
the indoor mass markets under the Home Collection from Plantation Patterns brand name.

6. The Debtor during peak production periods employs over 1,700 people, and
presently employs over 1,200 people in the state of Alabama. The Debtor owns manufacturing
facilities in Birmingham, Jefferson County, Alabama, Wadley, Randolph County, Alabama, and
Selma, Dallas County, Alabama. The Debtor recently closed its manufacturing and distribution
operations in Yuma, Arizona and Mexico.

7. The Debtor generated net sales of approximately $123 million in fiscal year
ending July 31, 2001. The Debtor suffered net operating losses of approximately $46 million in
fiscal year 2001. The Debtor estimates net sales of $108 million in fiscal year ending July 31, 2002.
Sales for fiscal year 2002 are lower than desired primarily as a result of the loss of approximately
$15 million in sales from two of the Debtor’s large mass merchandise accounts, Service Merchandise

and K-Mart, due to these companies’ bankruptey proceedings. Additionally, the Debtor's specialty



market sales were $5 million less than anticipated due to a down market for the industry. The Debtor
projects operating losses of $1 million and net losses of $8 million to $10 million in fiscal year 2002.

8. The Debtor’s poor financial performance in fiscal year 2001 1s attributable to
numerous factors. These factors include: (1) difficulties with the installation of and conversion to
new computer hardware and software systems; (2) substantial excess manufacturing capacity; (3) the
manufacturing of product with low profit margins in an attempt to reduce costs associated with
excess capacity; (4) reduced sales due to competition from China; and (5) reduced sales due to some
mass merchandise customers being over stocked with product from China.

9. The Debtor's financial performance in fiscal year 2002 has substantially
improved as aresult of strong management and implementation of more strinéent financial controls.
In March, 2001, the Debtor retained Marcus A, Watson of Finley Colmer & Company to assist the
Debtor in its financial turnaround. Mr. Watson presently serves as President of the Debtor. Under
Mr. Watson’s guidance, the following financial improvements have been made: (1) general and
administrative expenses have been reduced by over $3 million; (2) manufacturing margins have
improved from five percent (5%} to seventeen percent (17%); (3) product inventory has been reduced
by $14 million; (4) obsolete inventory in the amount of $6 million has been sold; and (5) much of the
excess manufacturing capacity has been eliminated through the closing of the Yuma, Arizona and
Mexico facilities.

10. The Debtor has approximately $43 million in secured indebtedness. First, as
of August 28, 2002, the Debtor owed approximately $77,000.00 to a group of banks (the “Revolving
Lenders”) under its $65 million working capital revolving loan facility. Second, the Debtor owes

approximately $43 million to a group of banks (the “Term Lenders”) who made term loans to the



Debtor. The Revolving Lenders and the Term Lenders (collectively, the “Secured Parties”) claim a
lien on essentially all of the Debtor’s assets.

11. In addition, the Debtor estimates its general unsecured debt to be
approximately $24 million. Of the foregoing, approximately $16 million is owed to approximately
sixty-two (62) trade vendors pursuant to vendor notes issued in the summer of 2001. The Debtor
also has additional unsecured indebtedness in the principal amount of $6 million owed to Blount
Family Irrevocable Trust, I..L.C. and in the principal amount of $37.5 million owed to Samuel R.

Blount, plus interest accrued on the foregoing obligations.

JURISDICTION AND NOTICE

12. The Debtor brings the motion (the “Motion”) pursuant to Sections 327(a),
105(a), 1107 and 1108 of the Bankruptcy Code.

13.  The Court has jurisdiction over the Motion pursuant to 28 U.S.C. § 1334(b).
The Motion is a core proceeding under 28 U.S.C. § 157(b)(2).

14. No committee of unsecured creditors has been appointed in the Debtor’s
bankruptcy case. The Debtor has served a copy of the Motion on the 20 largest unsecured creditors,
Bank of America, counsel for Bank of America, Cardinal Investment Fund, LLC (“Cardinal”),
counsel for Cardinal, LaSalle Business Credit, Inc. (“LaSalle”), counsel for LaSalle, Congress
Finanical Corporation (“Congress”), counsel for Congress, the Bankruptcy Administrator, and all

parties requesting notice.



RELIEF REQUESTED

15.  To fulfill its duty as debtor-in-possession under the Bankruptcy Code, the
Debtor will require the assistance of a financial consulting firm. The Debtor desires to employ as
financial consultants the firm of Finley, Colmer & Company (the “Firm”).

16. The Debtor has selected the Firm because the Firm's consultants have
considerable experience and knowledge in matters of this character and are qualified to represent the
Debtor 1n its chapter 11 case.

17.  The professional services that the Firm will render include:

(a) Assisting the Debtor in its record keeping and compliance duties, including,
but not limited to, assisting in identifying, obtaining and safeguarding key
accounting records, and assisting in the preparation of financial statements
and income, payroll, and sales tax returns in compliance with various state,
local and federal jurisdictions;

{b) Continuing to review and discuss operations, accounting and financial
controls/reporting with senior management and to recommend and help

implement actions required by the company to successfully reorganize;

(c) Advising and consulting with the Debtor for the preparation of all necessary
schedules, disclosure statements and plans of reorganization; and

(d) Performing any and all financial services required by the Debtor in
connection with its bankruptcy case.
The Firm has performed the foregoing services since it was originally engaged by the Debtor on
March 14, 2001 at its regular hourly rates.
18.  Inthe opinion of the Debtor, employing the Firm for these purposes is in the

best interests of the Debtor, its estate and creditors.



19. To the best of the Debtor’s knowledge, the Firm has no connection with the
Debtor’s creditors, or any other parties in interest, or their respective attorneys and accountants,
except as otherwise may be set out in the Declaration of Peter Colmer, attached hereto as Exhibit A
(the “Declaration”).

20. The Debtor is informed and believes that the Firm currently represents no
interest adverse to the Debtor or its estate in the matters upon which it is to be engaged and is a
disinterested party as defined in Section 101(14) of the Bankruptcy Code.

21. The Debtor desires to employ the Firm at the Firm’s regular hourly rates, as set
forth in the Declaration, subject to the approval of the Court upon proper application for
compensation. The Debtor believes that the hourly rates set forth in the Declaration are fair and
reasonable and are commensurate with the hourly rates the Firm customarily bills to its
non-bankruptcy clients. The Debtor understands that hourly rates of partners at the Firm range from
$275 to $350 per hour, hourly rates of the Firm'’s associates range from $160 to $225 per hour, and
hourly rates of paraprofessionals are $50-$75 per hour. These rates are subject to adjustment from
time to time in the ordinary course of the Firm's business.

22, Subject to Court approval, the Firm also shall seek reimbursement of the
actual, necessary expenses incurred by the Firm on behalf of the Debtor and the Debtor’s estate in
connection with the Debtor’s case. The Debtor understands that such expenses shall include, without
limitation, travel costs, long distance telephone and telecopy/fax charges, express mail costs,
messenger and delivery service costs, copying costs, and, in general, all identifiable expenses that

would not have been incurred by the Firm except for the Firm's employment by the Debtor. The



Debtor further understands that the arrangement for reimbursement of the Firm's expenses set forth
above is customary for both bankruptcy and non-bankruptcy clients of the Firm.

23. The Debtor believes that the foregoing compensation arrangement is fair and
reasonable.

WHEREFORE, PREMISES CONSIDERED, the Debtor respectfully requests the
Court to enter an order authorizing the Debtor to employ Finley, Colmer & Company as financial
consultants pursuant to 11 U.S.C. § 327(a) and granting such other, further and different relief as

may be just and proper.

Respectfully submitted thisxj/ day of September, 2002.

y &

Sherri T. Freeman
Edward J. Peterson II1
Lloyd Peeples

OF COUNSEL.:

BRADLEY ARANT ROSE & WHITE LLP
ONE FEDERAL PLACE

1819 Fifth Avenue North

Birmingham, AL 35203-2104
Telephone: (205) 521-8000

MEADOWCRAFT, INC.

By: :/-%JM%/M/

Its: /q//‘/% A AT G




CERTIFICATE OF SERVICE

I hereby certify that I have this date served the foregoing the foregoing upon all
parties listed on Exhibit A attached hereto by the manner indicated therein, or by placing copies of
same in the United Stat?s Mail, first-class postage prepaid and addressed to their regular mailing

addresses, on this .. day of September, 2002.
7
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ALABAMA

SOUTHERN DIVISION
In re: )
)
MEADOWCRAFT, INC., } Case No.
)} Chapter 11 Proceeding
Debtor. )

DECLARATION AND DISCLOSURE STATEMENT PURSUANT TO
BANKRUPTCY CODE SECTION 504 AND BANKRUPTCY RULE 2016

I, Peter Colmer, declare the following:

1. I am a President with the financial consulting firm of Finley, Colmer &
Company (the “Firm”), whose address is 115 Perimeter Center Place, Suite 640, Atlanta, Georgia
30346.

2. 1 submit this Declaration in accordance with 11 U.S.C. §§ 327, 328, and 504
and Rules 2014 and 2016 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”) in
connection with the Application to Continue Prepetition Employment Arrangement With Finley,
Colmer & Company as Financial Consultants for the Debtor, filed by Meadowecraft, Inc., debtor and
debtor-in-possession (the “Debtor”).

3. The Firm has been employed by the Debtor continuously since March 14,
2001. The Firm has no pre-petition claim against the Debtor. In connection with its employment as

financial consultants, the Debtor paid the Firm a $110,000.00 retainer.



4. In accordance with the provisions of title 11 of the United States Code, 11
US.C. & 101, et seq. (the “Bankruptcy Code”), the Firm intends to apply to the Court for
compensation for professional services rendered in connection with the Debtor’s case. Except as
disclosed herein, no promises have been received by the Firm, nor any other member or associate
thereof, as to compensation in connection with this case other than in accordance with the provisions
of the Bankruptcy Code. The Firm has received no promise for compensation from any source other
than the Debtor and has no agreement with any other entity to share with such entity any
compensation received by the Firm. The Firm does not represent any interest adverse to the Debtor’s
estate. The foregoing represents the Firm's statement pursuant to Section 504 of the Bankruptcy
Code and Bankruptcy Rule 2016.

5. Subject to the approval of the Court, the Debtor has agreed to retain the Firm
on the following basis: The Debtor has agreed to pay fees to the Firm for services rendered in
comnection with the Debtor’s case based upon customary hourly billing rates of the consultants and
employees of the Firm who render services, and to reimburse the Firm for its actual and necessary
out-of-pocket expenses incurred in connection with the Debtor’s case. I recognize that all fees for
proiessionals are subject to the approval of the Bankruptcy Court.

6. The customary hourly rates for the Firm's employees and professionals

primarily responsible for the Debtor’s files are as follows:



